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In connection 


present sterling difficulties. 


the Secretary recently inquired as 
Egypt*s selling more cotton to Japan 


to the possibility of 


The text of a sub 


s e quent 


memorandum 


the 
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is set forth 


herewith for the Embassy’s information 


comment 


’’During the cotton year 1951-1952 only 3 percent, or 
million pounds, of Japan’s total raw cotton imports came 
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total raw cotton import 


came froiK 


Egypt• 
follows: 


The probable reasons for this small volume are as 
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’’’Egyptian cotton is generally higher priced than 
United States cotton because of its higher quality and 


also export taxe 


levied by Egypt 


Egyptian cotton is, for the most part, of a long 
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staple variety. 


The Japanese import requirements are 
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largely for medium staple, standard quality cotton, 
however, since Japan’s principal cotton textile exp 


however, since Japan’s principal cott 
markets are for.lower quality goods.’ 


export 
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Egypt 
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’’There also have been obstacles to the financing of Japan- (j| 
-trade. For nearly two years the Japanese have been i\) 




attempting to reach a trade 


financial agreement 


Egypt 


However, to date 


no agreement has 


reached 


A Japanese 


ssion is going to Cairo this month to again try to reach a 


rade and financial agreement 


Egypt 


One of the principal 


hstacles is 


Egyptian 


lextile imports from Japan, 
his discriminatory tariff 


,ff of 40 percent on cotton 

The Japanese have made removal of 


a condition for the agreement. 
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”At present what Egyptian-Japanese trade does exist is 
parried out under an understanding reached in 1948 between 
two countries. This understanding provides for an escrow a 
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to cover trade between the two countries. However, Japanese 
imports of foodstuffs and of raw cotton with staple longer 
than 1 3/8 inches are outside the escrow account and must 
be paid for by Japan in dollars." 
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In Airgram No. 156 of October 13 the Department 
inadvertently neglected to state explicitly that the 
Secretary's inquiry with respect to possible increased 
Egyptian cotton sales to Japan was prompted by the fact 
that Japan has a favorable sterling balance. 

The Embassy's Despatch No. 598 of October 3 has been 


noted with interest and in this 


conne 


is 


made to the 


memorandum of conversation of 


August 25 on the subject of stockpiling which was sent to 
the Embassy by transmittal slip. ,^1 
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As requested in reference airgram, the Snbassy submits the following 


comments : 


1. While the Egyptian cotton export tax is a factor in determining 


value 


minor one and the main reason for Egyptian cotton being 


higher priced than United States cotton is the former's higher quality 

2. Although as much as one-half of the Egyptian cotton orop is long 
staple, the balance is medium staple which meets Japanese import requirements 

3. A reliable source in the National Bank of Egypt states that the 
escrow account is now really inactive. As far as the Embassy has been able 
to determine there is no reason why Japanese imports of Egyptian products 

rust be paid for in dollars. According to statistics of the National Bank, 
Egypt received $109,000 and approximately pounds sterling 2,300,000 in payme 
of exports to Japan during the first six months of 1952. 
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